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TAGS: ENRG, EINV, EC 

SUBJECT: TEXACO-GULF PROBLEMS 

REF: QUITO 6559 

1. GULF VP DIAZ GAVE EMBASSY SOME ADDITIONAL DETAIL ON 
MEETING AND PROBLEM REPORTED REFTEL. HE SAID THE COMPANIES 
MAY HAVE AN ANSWER FOR GOE BY 5 PM DEADLINE OCTOBER 4 BUT 
MORE LIKELY THEY WILL ASK FOR AN EXTENSION OF TIME. HE 
SAID IT WAS CLEARLY IMPLIED BY CABEZAS AT OCTOBER 2 MEETING 
THAT BY AGREEING TO A BUYBACK PRICE ON THE ORDER OF 95 
PERCENT OF REFERENCE PRICE, THE COMPANIES WOULD NOT HAVE 
TO FACE THE 3.5 PERCENT TAX/ROYALTY INCREASE MANDATED BY 
OPEC. DIAZ DID NOT THINK IT WOULD BE POSSIBLE TO GET 
THIS FROM THE GOE IN WRITING, HOWEVER. ASKED WHETHER 
THERE WAS ANY MENTION OF AN INCREASE IN CEPE PARTICIPATION 
BEYOND 25 PERCENT, DIAZ SAID NO. THE COMPANIES TAKE AS 
AUTHORITATIVE THE SHORT STATEMENT OF SECRETARY GENERAL OF 
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THAT GOE POLICY IS TO ACQUIRE 51 PERCENT OF TEXACO- 
GULF BUT IT IS NOT POSSIBLE TO GO AHEAD WITH A NEW 
PURCHASE WHILE THE INITIAL 25 PERCENT PURCHASE IS 
INCOMPLETE. DIAZ CONFIRMED THAT COMPANIES WILL HAVE TO 
TAKE INTO ACCOUNT IN FORMULATING POSITION ON GOE BUYBACK 
DEMAND THE PROSPECT THAT THE BUYBACK CRUDE PROPORTION 
WILL INCREASE OVER TIME WHILE TAXABLE EQUITY CRUDE 
DECREASES. 
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